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January 10, 2001

AUDITORS REPORT
DEPARTMENT OF MOTOR VEHICLES
FOR THE FISCAL YEARS ENDED JUNE 30, 1998 AND 1999

We have made an examination of the financia records of the Department of Motor Vehicles for the
fiscal years ended June 30, 1998 and 1999. This report thereon consists of the Comments, Condition
of Records, Recommendations and Certification that follow.

Financid statement presentation and auditing are done on a Statewide Single Audit bass and
include dl State agencies. This audit has been limited to assessing the Department of Motor Vehicles
compliance with certain provisons of financia reated laws, regulations and contracts, and evauating the
Department’ sinterna control structure policies and procedures established to ensure such compliance.

COMMENTS
FOREWORD:
The role and respongihilities of the Department of Motor Vehicles are identified primarily under Title
14, Chapters 246 through 255 of the General Statutes. The Department’s principa function is the
licensng and registering of drivers, automobiles, deders and repairer's.  The Department adso
adminigters, through a contractor, an auto emissons ingpection program.

Jos2 O. Sdlinas served as Commissioner during the audited period.
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L egislative Changes:
Notable legidative changes that took effect during the audited period are described below:

Public Act 97-236 — This Act made numerous changes to Department of Motor Vehicle laws,
including provisons tha restoration fees from license and regstration suspensions be deposited to the
Automobile Insurance Enforcement Fund.

Public Act 97-309 — This Act amended Section 13b-61 of the Generd Statutes providing for
various fees collected by the Department to be deposited to the Specia Transportation Fund instead of
the General and Emissions Ingpection Funds.

Public Act 98-95 — This Act amended Section 14-50, subsection (f), of the Generd Statutes,
reducing the fees charged to the makers of checks returned to the Department as uncollectible. The
new maximum fee is $35 for checks in excess of $200.

Public Act 98-152 — This Act amended Section 14-49 of the Generd Statutes and requires the
refund of one-haf of the regidration fee when marker plates and the registration certificate are returned
to the Department with at |east one year remaining on the registration.

Public Act 98-215 — This Act amended various Sections of the General Statutes and provides for
the seizure, impoundment, and forfeiture of an uninsured motor vehicle whose regidration is cancelled
for lack of insurance. Fees for the restoration of registrations were increased to $450. Said Act
edtablished the Uninsured Motor Vehicle Forfeiture Revolving Account to account for the receipt and
distribution of the proceeds from the sale of vehidesforfeited under the provisons of the law.

RESUME OF OPERATIONS:
General Fund:

Department of Motor Vehicles General Fund cash receipts totaled $12,829,402, $946,018 and
$923,752 during the fiscd years ended June 30, 1997, 1998 and 1999, respectively. Federd and
other redtricted funds administered by the Department continued to be accounted for in the Genera
Fund. The primary sources of such restricted funding were Federd funds provided under the State and
Community Highway Safety Program (CFDA # 20.600).

General Fund revenue decreased substantialy from prior years due to the passage of Public Act
97-309 (codified as subdivisons 7 through 14 of Section 13b-61, subsection (b)). This Act transferred
revenue from the issuance of identification cards, emissions ingpection late fees, safety plate fees and the
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sde of commercid information from the Generd Fund to the Specid Transportation Fund effective July
1, 1997.

Genera Fund expenditures amounted to $839,597 and $2,521,877 during the 1998 and 1999
fiscd years, respectively. The increase in expenditures during the 1999 fiscal year was attributable to
$1,617,563 of costs related to the Y ear 2000 compliance project. The baances of the expendituresin
both years were from Federal restricted accounts.

Special Trangportation Fund:

In accordance with Section 13b-61, subsection (b) of the Generd Statutes, the mgority of the
Department of Motor Vehicles revenues are deposited to the Specid Trangportation Fund. The
fallowing schedule outlines the Department’ s deposits to the Specid Trangportation Fund, including the
1996-1997 fisca year for comparative purposes.

Fiscal Year Ended June 30,

1997 1998 1999
Regigrations $ 152,325,108 $152,113,561 $ 151,911,662
Operator licenses 22,645,270 23,010,552 24,064,771
Ingpection of motor vehicles 5,752, 866 6,168,846 6,803,591
Cetificaes of title 18,364,625 18,898,871 19,504,618
License examinaions 4,859,318 4,924,452 5,588,303
Late fees, fines and costs 4,525,079 4,807,446 5,446,209
Interstate carrier permits 3,681,380 3,729,465 3,732,795
Safety plate fees - 2,534,321 2,680,672
Emissons late fees - 5,862,430 5,376,200
Sde of commercid information - 7,165,333 8,294,118
All others 3,220,697 11,065,196 10,716,717

$ 215,374,343 $ 240,280,473 $ 244,119,656

As mentioned above, Public Act 97-309 transferred certain revenues to the Specid Transportation
Fund from the General Fund. This accounted for the subgtantia increase in revenues during each year
of the audited period when compared to the 1996- 1997 fisca year.

In accordance with the provisons of Section 13b-69, subsection (b) of the General Statutes, the
Department of Motor Vehicles annuad budgeted appropriations and expenditures were funded from the
Specid Trangportation Fund. A comparative summary of expenditures for the audited period, including
the 1996-1997 fiscd year for comparison, follows:

Fiscal Year Ended June 30,

1907 1998 1999
Persond Services $ 31,417,369  $ 30,113,196  $ 31,375,136
Other Expenses 12,300,427 12,629,959 12,691,187
Equipment 444,231 700,000 699,011
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Graduated licenses 142,955 176,516 194,359
Other 49,998 16,244 356,714
Tota $ 44,363,980 $ 43,635,915 $ 45,317,307

Emissions I ngpection Fund:

A vehicle ingpection program, under Title 14, Chapter 246a of the General Statutes, requires that all
motor vehicles registered in the State, except for those specificaly exempt by law, be inspected for auto
emissons. The statute aso authorizes the Commissioner to enter into an agreement with an independent
contractor to provide for the congtruction, equipping, maintenance and operation of inspection stations
to provide emissons ingpections.

Envirotest Systems, formerly a subsidiary of United Technologies, has conducted the program since
its commencement. Our prior audit noted that the Department had begun incurring sgnificantly higher
charges to adminigter the program. A portion of those higher costs was attributable to an enhanced
testing procedure, the implementation of which had been delayed. In May of 1998, the Department
negotiated a contract amendment that included a settlement for the difference between the actud and
anticipated procedures.  In January of 1998, the vendor aso began performing an enhanced test that
was less gringent than the anticipated test.

The Department’s Emissions Divison was responsible for the regulatory functions of the program
and for monitoring the contractor for contract compliance. The Emissons Ingpection Fund accounts for
the revenues and expenditures of the program.

The following summary shows revenues and expenditures of the Fund during the audited period,
with the 1996-1997 fisca year figures for comparative purposes.

Fiscal Year Ended June 30,

1997 1998 1999
Revenue:
I ngpection fees $ 24,696,292 $ 23,218,671 $ 23,112,639
Investment income 422,569 522,413 251,932
Totd Revenue 25,118,861 23,741,084 23,364,571
Expenditures.
Persond services and Fringe Benefits 5,108,604 3,830,167 2,884,799
Outside professona services 15,235,286 20,422,290 21,209,704
All other expenditures 494,056 328,615 368,611
Tota Expenditures 20,837,946 24,581,072 24,463,114
Excess of Revenue over Expenditures 4,280,915 (839,988) (1,098,543)
Fund Baance a Beginning of Year 5,991,407 10,272,322 9,432,334
Fund Balance at End of Year $ 10,272,322 $ 9,432,334 $ 8,333,791
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Revenue decreased in the 1997-1998 fisca year as a result of the aforementioned Public Act 97-
309. This Act moved emissions late fees from the Emissons Fund to the Specid Transportation Fund.

The increase in expenditures during the 1997-1998 fiscd year was dtributable to contractua
increases in the emissons testing fees for the performance of safety ingpections and the implementation
of gas cap testing. Personal service expenditures decreased during the two years under review due to
the transfer of positions from the Emissons Inspection Fund to the Specid Transportation Fund.

Automobile I nsurance Enfor cement Fund:

Section 14-12i of the Generd Statutes established a pecia revenue fund in the 1995-1996 fiscal
year to provide resources for adminigtration of the Stat€'s compulsory vehicle insurance requirements.
Receipts, congsting of fees charged for restoration of suspended registrations and operator licenses,
were $238,300 and $875,540 during the 1997-1998 and 1998-1999 fisca years, respectively.
Expenditures were $14,456 and $997,424 during the respective periods. Expenditures consisted
primarily of sdaries, fringe benefits and computer center charges. The increase in revenue and
corresponding increase in expenditures resulted from the implementation of Public Act 97-236,
discussed previoudy.

Other Receipts:

DMV utilizes the State's Pending Receipts Fund to account for fees collected on behdf o other
dates under the International Registration Program, title security bonds in the form of cash and al other
cash bonds Tota deposits were $3,961,650 and $4,196,289 during the fisca years ended June 30,
1998 and 1999, respectively.

The Department of Motor Vehicles collected the following receipts that were credited to other State
agencies. A comparative summary, per the Agency’s records, follows:

Fiscal Year Ended June 30,

1997 1998 1999
Saestax $ 48,040,498 $ 50,056,277 $ 51,809,566
Federd Clean Air Act fee 4,182,040 4,261,196 4,272,272
Boat regigtrations 4,219,394 4,447,941 4,578,762
Long Idand Sound plates 586,711 547,425 577,970
Motorcycle rider education 110,982 117,568 125,157
Other miscellaneous recelpts - 50,670 55,275

$ 57,139,625 $ 59,481,077 $ 61,418,902

State Capital Projects.
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Expenditures for State capital projects totaled $567,860 during the audited period. Most of the
funds were expended for branch office capita improvements. The projects were financed from Capita
Projects Funds and administered by the Department of Public Works.

PROGRAM EVALUATION:

Section 290 of the Genera Statutes authorizes the Auditors of Public Accounts to conduct a
progran evauation as pat of their routine audits of public and quas-public agencies. In this
engagement, we selected the area of insurance compliance as mandated by Sections 14-12g through
14-12n of the Genera Statutes. The purpose of our review was to determine if DMV has the
necessary procedures and controls in place to carry out the intent of the current forfeiture law.

As mentioned previoudy, Public Act 98-215 (effective October 1, 1998) amended various
Sections of the Genera Statutes and provides in part for the seizure, impoundment, and forfeiture of an
uninsured motor vehicle whose registration is cancelled for lack of insurance. Fees for the restoration of
registrations were increased to $450. Said Act aso established the Uninsured Motor Vehicle Forfeiture
Revolving Account to account for the receipt and digtribution of the proceeds from the sale of vehicles
forfeited under the provisions of the law. Public Act 99-181 subsequently modified these provisons by
requiring the deposit of restoration feesto the Specid
Transportation Fund.

In accordance with Section 14-12h, subsection (d) of the Generd Statutes, vehicles must be
impounded for more than 45 days in order to be subject to forfeiture. Said Subsection aso provides
that the owners of such impounded vehicles shdl not be digible to regain possesson of the vehicle until
certain requirements are met.  These requirements include the payment of fines and the production of
evidence of insurance. At the time of our review, there had not been any instances in which impounded
vehicleswere forfeited.

A review of the 34 reports of impounded vehicles on hand found that 27 of them did not indicate
the date of the confiscation. In addition, DMV gaff informed us that no action is taken when the reports
are recaved. At the same time, it is the responsiility of the Office of the Chief State's Attorney to
initiate proceedings resulting in forfeiture. The omisson of the pertinent dates and the failure to transmit
these reports to the Office of the Chief State's Attorney prevents the proper assessment of the
applicability of the Satutes.

In dl but four of the reports reviewed, private firms towed the impounded vehicles to their own
fadlities. According to DMV d&ff, there is a question as to the legdity of these private towing firms
holding vehicles for which a mechanic’s lien does not exist. Therefore, these firms are required to
permit the remova of the vehides if the towing fees are paid.  Contrary to Section 14-12h, subsection
(d), these vehicles can thus be released to the owners without meeting the necessary requirements. The
likelihood of a vehicle remaining impounded for more than 45 days is dragticaly reduced. The
threet of the forfeiture of the vehicles appears to be the primary incentive for the owner to resolve the
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gtuation in a timdy manner.  Permitting owners to recover their vehicles without fulfilling the other
requirements weskens the thregt of forfature.

In accordance with maximum towing and storage rates published by DMV, a vehicle that remans
impounded for 45 days could accrue over $900 in charges. Section 14-12m provides for a minimum of
two additiona weeks for proceedings to take place in order for the courts to approve the forfeiture. At
that point, total charges could easily exceed $1,100. Since these charges are to be paid prior to the
State sharing in any proceeds, the remaining balance from an auction sdeis not likely to be significant.

The issues discussed above seem to make the intended process difficult to administer. DMV
officidsinformed us that they had resisted the proposed legidation for some of these very same reasons.
However, DMV could not provide supporting documentation to us. After reviewing this areg, it seems
that DMV objections may have been judtified. DMV officids should evauate the need for changes in
order to permit the process to work as effectively as possible.

In conclusion, we present the following recommendation to the Department:

Criteria: Sections 14-12g through 14-12n of the Generd Statutes require the
maintenance of insurance on motor vehicles. These laws establish fines,
permit the cancdlation of regigrations of uninsured vehicles,
and provide for the impoundment of such vehicles. Impounded vehicles
are not to be released until the owner can show proof of a
persond appearance & DMV and satisfaction of various reguirements.
Vehicles impounded for more than 45 days can be forfeited, with
auction proceeds going to the State.

Condition: Most of the reports avallable & DMV failed to indicate the date of
impoundment, preventing the determination of exactly when the 45 days
were exceeded. DMV dsaff stated that nothing is done with these
reports after receipt, preventing natification to the Office of the Chief
State's Attorney for forfeiture consderation. The approximation of
charges associated with the impoundment of a vehicle for a period of
time long enough to permit forfeiture could well exceed $1,000, leaving
an inggnificant amount for the State. The legd authority of towing firms
to hold vehicles for which towing charges are paid is questionable,
permitting release of vehicles upon payment of the accrued charges.

Effect: The intended result of the Statutes is gpparently not being achieved.
Cause: We were unable to determine a specific cause for this condition.
Recommendation: The Depatment of Motor Vehicles should attempt to improve its

procedures relating to the impoundment of uninsured vehicles as
7
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Agency Response:

authorized by Section 14-12g through 14-12n of the Genera Statutes,
and condder proposing legidation that will either permit the intended
results to be obtained, or cause statutory changes that will increase the
effectiveness of the lawvs. (See Recommendation 1.)

“The Department accepts the auditor’ s recommendation with respect to
the need for statutory changes concerning this program mandate (Public
Act 98-215). Contacts with the Office of the Chief State’'s Attorney
did not reved a single case of a prosecutor atempting to inditute an
action for the forfeiture and sde of a motor vehicle due to the absence
of insurance.  Similar, informa contacts with municipa police officids
indicate that only a small number of motor vehicles have been seized
under the program. Many of the 34 reports received by DMV, as cited
by the auditor, most probably relate to motor vehicles towed for other
reasons, such as abandonment.

Asaresult of subsequent action by the Genera Assembly in 1999

(Public Act 99-232), the owner of a vehicle that has been seized may
recover the vehicle if such owner presents proof of insurance and pays
the applicable fees. Motor vehicles that are seized and are not
recovered by their owners tend to be those with small market vaue
and, as pointed out by the auditor, are not likely to be sold for more
that the accrued towing and storage charges — which tends to negate the

gpparent purpose of the legidation.

DMV bdlieves that the forfeiture program should be repedled, and that
the enforcement action for uninsured vehicles should be limited to the
seizure of the marker plates, as per Section 14-12h, subsection (b).
This matter will be covered in DMV’ s legidative proposds for the next
legidative sesson.”
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CONDITION OF RECORDS

Aress in need of improvement, dong with discussons concerning improvements in manageria
control, are presented in this section of the report.

Callection of Surcharges and Bondsfor Overweight Commercial Vehicles:

Criteria;

Condition:

Effect:

Cause:

Section 13b-70 of the Genera Statutes imposes an additiona surcharge
on motor vehicle rdated fines, pendties and other charges. The
surcharge equds fifty percent of the amount of the charge imposed.

Section 14-267a, subsection (f)(3) of the General Statutes, requires
out-of-state owners or lessees of commercid vehicles that have been
found to be more than fifteen percent overweight to submit a $2,000
bond to the Department. This bond is forfeited to the State upon the
second conviction within a year. In-state owners or lessees whose
vehicles are found to be in violation of the satute are fined $2,000 upon
a second conviction.

Section 14-295 of the Generd Statutes provides for the awarding of
double or treble damages to parties injured as the result of reckless
disregard for certain motor vehicle laws.

As noted in our prior audit, the Department has not yet implemented a
process by which the necessary information could be obtained from the
Judicia Department and evaluated for the purpose of assessng the
bond requirements of Section 14-267a and corresponding surcharges.
In addition, DMV did not have a mechanism in place to verify that the
surcharges associated with any civil pendties awarded in accordance
with Section 14-295 were collected.

Potentia revenues were logt, since the Department did not assess fines
and associated surcharges.

With regard to the assessment of forfeited bonds and surcharges related
to violations of Section 14-267a, DMV has not yet implemented the
necessary data processing procedures to analyze the data files being
trangmitted from the Judicid Department. With regad to the
assessment of surcharges related to awards made in accordance with
Section 14-295, such awards are made in the civil courts insteed of the
crimind courts. DMV officids were unaware of a mechanism designed
to ensure the collection of the surcharge.
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Recommendation: The Department should anayze the gpplicability of Section 13b-70 of
the General Statutes to each of the motor vehicle statutes and establish
a process to verify the collection of such fees. (See Recommendation
2)

Agency Response: “Difficulties in adminigering this datute soring directly from the
ambiguous and confusing language of the datute. This Statute dso
references regidtration revoceation, an essentialy unenforcegble practice
with regard to out-of-gate registered vehicles and limited sgnificance
for indae vehicles  Driver Services concludes that datutory
compliance with Section 14-267a(f)(3) and 14-267&(f)(4) is
adminigratively unfeasble. Therefore, DMV intends to propose a
legidative initiative to Sgnificantly revise or reped these provisonsin the
next sesson of the Generd Assembly.

DMV will dso review Section 13b-70 of the Genera Statutes and
determine its gpplicability to dl Title 14 sections assessing fines and/or
pendties. DMV believes that the inclusion of references to Section 14-
295 in the ligt of motor vehicle fines and pendtiesisan error. DMV will
bring this to the attention of gppropriate legidative saff. A plan will then
be developed to implement the assessment of the surcharge, ong with
amethod to identify the collection of the surcharge.”

Equipment and Software Inventories:

Criteria: The State of Connecticut's Property Control Manud prescribes
procedures for the maintenance of equipment inventory records.
Section 4-36 of the Generd Statutes requires that agencies report the
vaue of their property inventories by August first of each year. Federd
regulations dipulate that title for equipment purchased with Federd
funds rests with the State.

The State Software Management Manua establishes software control
policies and procedures.

Condition: An examindtion of 208 inventory items listed on a current property
report found that gpproximately 15 percent of the items could not be
found. It appeared that some of the items had been properly surplused
some time ago, but the requisite paperwork was never processed to
remove the items from the inventory record.

10
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An examination of the Annua Property Reports prepared during the
period found that the vaue of equipment purchased with Federa funds
was reported as owned by the Federd government, rather than the
State.

Our review continued to find tha records indicating the specific
software license numbers that were ingdled on individua computers
was outdated and did not contain al of the software owned by the
Department.

Effect: Deficiencies in the control over the equipment inventory results in a
decreased ability to properly safeguard State assets and decreases the
accuracy of financid reporting. The lack of adherence to
software management policies increases the risk that the presence of
unauthorized copies of software would go undetected.

Cause: The Department has not yet procured the software package intended to
track the software inventories. We attribute an gpparent lack of
adminigrative control over fixed assets to be the cause of the other
conditions.

Recommendation: The Department should improve controls over equipment and software
inventories by adhering to procedures promulgated by the State
Comptroller’s Office. (See Recommendation 3.)

Agency Response: “The Information Sysems Technologies Divison has used a
Spreadshest to log and track hardware/software for each individual PC
and associated employee. We are currently transferring the data to a
commercid oftware package and are auditing PCsto verify and findize
hardware/software information. As our use of the software expands,
we will inditute a more rigorous control process to include license
information for software resding on each PC. We will proceed in a
date forward manner and as time permits, our staff will backfill the
license information into the software.

State equipment purchased with federa funds has been reclassified from
federa property to State property.”

Support for Promotions by Reclassfication:

11
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Criteria: General Letter 226, dated October 1996 and promulgated by the
Depatment of Adminidrative Services, pecifies the necessary
documentation for promotions by reclassfication as provided for in
Section 5-227a of the Genera Statutes. Among the required
documents are duties questionnaires and the two most recent
performance evauations.

Condition: Our review of twelve promotions that were done by reclassfication
noted that two were missing the required duties questionnaires and two
additiona promotions were missing evidence of consecutive stisfactory
performance reviews.

Effect: Without the required documentetion, it is difficult to determine if
promotions are properly executed.

Cause: A lack of adminidtrative control contributed to these conditions.

Recommendation: The Department should exercise more care in the retention of necessary
documentetion of promotions by reclassfication. (See
Recommendation 4.)

Agency Response: “Internal control processes have been established to ensure that thereis
compliance with DAS General Letter 226"

Utilization of Per sonnel Resour ces:

Criteria: In accordance with Section 5-206 of the General Statutes, the
Department of Adminigtrative Services (DAS) has established position
descriptions that include a title and code, pay grade, a statement of
duties and respongbilities and the minimum desrable qudifications
required by the incumbent for each class.

Section 5198, subsection (n), of the Genera Statutes authorizes the
cregtion of unclassfied pogtions for individuas engaged to “make or
conduct a specid inquiry, investigation, examination, or ingdlation”.
According to DAS job descriptions, such positions normaly have a
duration of no more than three years, dthough provisons exis to
continue the duration if the specified project is not @mplete. DMV
utilizes the classfication of Customer Service Program Developer,
which is authorized in accordance with Section 5-198, subsection (n).

12
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Condition:

Effect:

Cause:

Recommendation:

Agency Response:

We noted nine ingtances in which employees did not supervise the
gopropriate number or level of aff. We aso noted four Customer
Service Program Developer positions for which the duties seemed to be
ongoing, without a specified project or duration.

The under-utilization of pogtions represents an inefficdent use of
resources. The use of unclassified postions as authorized by Section 5-
198, subsection (n), can result in the circumvention of the regular hiring
process.

The positions established in accordance with Section 5-198, subsection
(n), of the Generd Statutes, were approved by DAS despite the
obvious lack of judtifications from DMV. The cause of the gpparent
underutilization of certain supervisory postions could not be reedily
determined.

The Depatment should ensure employees respongbilities are
commensurate with the job specifications created by the Department of
Adminigtrative Services. (See Recommendation 5.)

“The Department will review the use of durationa postions and take
gopropricte action. Additiondly, the Department has “red-circled”
other supervisory positions noted in the report.”

Assignment of State Vehicles:

Criteria;

In accordance with Department of Adminigrative Services (DAS)
Generd Letter 115, dated November 1997, Monthly Usage Reports
are to be ompleted for State-leased vehicles and forwarded to the
Director of Heet Operations by the fifteenth of the following month.
Sound interna control standards dictate that Smilar records should be
maintained to provide accountability for Agency-owned vehicles.

In accordance with State Comptroller's Memorandum 99-9 and
Section 61 of the Interna Revenue Code, each agency should prepare
aVehicle Usage Fringe Benefit Computation Record for each employee
using a State vehicle,

Sound interna control standards dictate that established written criteria
should exist for equitably determining and authorizing the

13
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assgnment of State vehiclesto employees. Vehicles should be assgned
to employees if the use of personaly owned vehicle is inappropriate or
not cost-effective. Home-to-office travel should not be included in the
cdculation of cost-effectiveness.

In order to promote the equitable and codt-effective assgnment of
vehicles, awritten policy should exigt regarding the assgnment of State
vehides at the Department.

Condition: We noted seven DAS fleet vehicles and five Agency-owned vehicles
which lacked monthly usage reports for at least two out of the three
months reviewed. We aso noted numerous ingtances in which the
cartifying Sgnatures of the operator and supervisor were lacking. Many
reports were incomplete in that only a town was entered in the block
indicating where the car is parked overnight on the monthly usage
reports.

The taxable fringe benefits for employee use of date vehicles hed not
been computed or reported to the State Comptroller in prior years.

We noted fourteen permanently-assgned vehicles for which there did
not appear to be judtification because the monthly mileage traveled was
ether too low to judtify the assgnment or included an excessive amount
of home-to-office travd.

We were informed that State vehicles assgned to DMV are exchanged
and returned to DAS by divisons within the Department. These actions
are taken without notifying the Adminidrative Divison, which had been
assigned responsihility for the vehicles: We aso noted three vehicles
that had been returned to DAS by the Department that were till on the
current lising maintained by the DMV Adminidrative Divison.

Effect: The falure to maintain and submit the required vehicle usage reports
prevents the timely review by DAS and DMV of usage patterns to
determine the optima adminigration of the fleet. In addition,
accountability and assurance that the vehicles usage conforms to
accepted State policiesis reduced.

14
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Cause:

Recommendation:

Agency Response:

The falure to report the taxable fringe benefits for employee use of
State vehicles to the State Comptroller, violates established State
procedures and Section 61 of the Interna Revenue Code.

Without established criteria for the assigning of State vehicles to
employees, there is a higher risk of vehides being assgned
inconsigtently, without a documented business need.

Without central adminigtration, vehicles may be exchanged or returned
to DAS by divisons within DMV without the knowledge of the
Adminigrative Divison, which has been assgned responshility for the
accountability of Sate vehicles.

A lack of adminigrative control isresponsible for the current conditions.

The Depatment should improve adminigration of State vehicles to
promote adherence to pertinent State policies and Internal Revenue
Code provisions. (See Recommendation 6.)

“The Department is in the process of developing criteria and a written
policy for the assgnment of Sate vehicles to employees. The criteria
and policy will be complete by mid-September. After the criteria and
policy are complete, current vehicle usage will be reviewed to determine
if vehicle assgnments meet the new criteria Vehicle assgnments thet
do not met the criteria will be returned to DAS or used to establish a
Departmental pool of vehicles for use by employees who travel within
the sate.”

Systems Security/Exit | nterview Process.

Criteria;

Condition:

Proper internal control dictates that access to agency data processing
equipment and related data be immediately disabled upon separation of
an employee or consultant.

Depending on their job classfication, DMV employees may be issued
firearms, badges, identification cards, laptop computers, and access to
sendtive daaprocessng sysems. A central process should be
established to document that al such items have been returned to the
Department prior to an employee’ s separation.

The Depatment of Motor Vehicles did not have an exit interview
process in place to centrally document the return of Agency property,
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the need for the remova of computer passwords and logon
identifications, and the reason the employee is separating. The task is
|eft to the supervisors, who may not be fully aware of

dl DMV property in the custody of the employee.

We noted more than 20 ingtances in which the logon identifications of
previous employees or consultants authorizing access to centrdized
Department of Information Technology (DOIT) and DMV applications
were il active,

Effect: The failure to verify the return of al Agency property increases the risk
of loss to the Department. The failure to remove access rights upon the
separdion of an employee or consultant increases the risk of
unauthorized access to the Department's physical assets and data.

Cause: It appears that a lack of adminidtrative oversight is respongble for this
condition. The Department has not seen a need for a formd exit
interview process.

Recommendation: The Department should establish a procedure to notify data processing
managers of the need to remove the access rights of employees and
consultants that have left DMV. In the case of employees, consideration
should be given to incorporating the procedure into a documented exit
interview process. (See Recommendation 7.)

Agency Response: “Internal procedures will be edtablished to notify the Information
Services Technologies Divison of the date that an employee separates
for the purpose of changing passwords ad log-on Ids. All employees
will be required to report for a separation interview, a which time
Agency-issued properties will be collected.”

Revenue Accountability Reports:

Criteria: In accordance with the State of Connecticut's State Accounting
Manud, accountability reports should be periodicaly prepared for dl
magor sources of revenue to compare the moneys that were actualy
recorded with the moneys that should have been accounted for.

16



Auditors of Public Accounts

Condition:

Effect:

Cause:

Recommendation:

Agency Response:

The Depatment has a cash accounting sysem that appears to
accurately account for the transactions that are processed. However, in
order to produce an accurate accountability report for each revenue
type, the transactions processed by the Department should be
compared to the number of records added in the various databases. A
process to perform these types of reconciliations was not in place
during the audited period.

The failure to produce accountability reports increases the risk that
erroneous transactions will go undetected. Such a process would aso
serve to detect unauthorized changes that may be made to the various
databases without the processing of a cash transaction.

The volume and the number of different transaction types that DMV
processes can make the reconciliation process cumbersome.  In
addition, the lack of relationa databases within the various licenang and
registration databases prevents the ready accumulation of the necessary
data

The Department should prepare accountability reports for the primary
sources of revenue. (See Recommendation 8.)

“At the Department of Motor Vehicles, each location reconciles daily
the cash accounting system transactions to the transactions updated
daly to our regigtration and license sysem. The regidration and license
systems do not hold transaction history records. This prevents DMV
from running higtoricd transaction reports. DMV will request funding in
the current budget process to upgrade the registration and license
systems to a relationd database sysem. This will dlow DMV to
produce historica transaction reports to compare to the current cash
accounting system.”

Processing of Revenue Adjustments and Fee Shortages:

Criteria;

Section 4-32 of the General Statutes requires that receiptsin excess of
$500 be deposited and accounted for within 24 hours of the date
recaived. From this, it follows that adjustments to these same deposit
figures should be processed as soon as practicable.
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Attempts should be made to document and recover shortages that are
identified during the processng of transactions by the data entry
operators.

Condition: Our review of the Department’s deposits found that they were timely,
after taking into account waivers that have been issued by

the State Treasurer. However, we noted that revenue adjustments
identified by the Department were processed monthly, resulting in time
lags of up to 39 days before an identified adjustment was made.

The Department has a system in place during the data entry processto
identify fee shortages that are detected when transactions are
improperly caculated a the various branches A trangmittd is
completed and sent to the fiscal office for collection. These transmittals
are not pre-numbered, and areconciliation of the identified shortagesto
subsequent collection is not performed.

Effect: Deaysin processing these adjustments makes the reconciliation process
more cumbersome, and does not provide the State Treasurer with
timely data

While the mgority of the discrepancies are for smal amounts of money,
the process in place did not readily permit the assessment of the overal
dtuation. However, cusomer shortages are more likey to go
uncollected if controls are not in place to verify that al shortages
transmitted to the business office are recorded.

Cause: The business manager had not performed a recent review of this areato
detect the delays. The Depatment did not fed that the amounts
involved in the fee shortages were aufficent to judify a formd
reconciliation process.

Recommendation: ~ The Department should process revenue adjustments in a more timely
fashion, and consder establishing a process to reconcile fee shortages
to collections. (See Recommendation 9.)

Agency Response: “Revenue adjustments are now processed on a daily basis. To ensure
timey reporting, copies of reconciling items from the daly bank
reconciliation are now submitted to the manager for daily review. An
assessment of the identified fee shortages will be made in relationship to
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the extent of hilling required and the cogt implications involved in
modifying the process.”

Valuation of Accounts Receivable:

Criteria;

Condition:

Effect:

Cause:

Recommendation:

Agency Response:

Agencies should record accounts receivable baances at redizable
vaues. In accordance with Section 3-7 of the Generd Statutes,
agencies may cancel upon their books amounts up to $1,000 that are
deemed uncollectible.  Amounts exceeding $1,000 may be cancdled
only with the approva of the Secretary of the Office of Policy and
Management.

As of December 31, 1999, DMV reported over $800,000 due from
individuas for bad checks. Over $126,000 of this amount ssemmed
from transactions that occurred between 1984 and 1994.

The likelihood of collection of amounts over five yearsold islow. Asa
result, it appears that receivables are overstated.

DMV had not sought the write-off of such amountsin along time.

The Department of Motor Vehicles should review accounts recelvable
aging reports and write-off amounts that are deemed uncollectible.
(See Recommendeation 10.)

“The Revenue Unit will submit uncollectible accounts annudly for write-
off. All accounts over four years old will be written off.”

Accountability of Pre-numbered Citation Forms:

Criteria;

Condition:

Various DMV employees, mogt of whom ae assigned to the
Commercid Vehicle Safety Divison (CVSD), are authorized to issue
citations to vehicle operators smilar to other law enforcement units.

These tickets are transmitted to the Judicia Department for enforcement
action and collection of the fines. Such forms are pre-numbered to
improve accountability of those documents. CVSD records indicate
that the unit issues approximately 4,000 tickets per yesar.

Our review of the controls in place over pre-numbered tickets
determined that procedures are in place to record the issuance of larger
quantities of tickets to supervisory staff. Forma procedures were not in
place to document the issuance of tickets to individua inspectors, and
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adequate controls were not in place to provide accountability for the
return of the documents and to determine whether forms were
improperly voided or lost. A database of dl tickets returned to the
CVSD is maintained, but procedures were not in place to compare the
data to the population of tickets issued. In addition, those employees
outsde of CVSD had not been ingtructed to submit their issued tickets
for incluson in the database

Effect: The collection of revenue associated with these forms, as wel & the
recording of violations on an individua’s record, is not assured if the
procedures to detect misplaced forms are not in place. In addition,
patterns of lost or voided tickets, if detected, could indicate employee
performance problems.

Cause: The Depatment had not consdered the need for any procedures
designed to promote the accountability of the tickets. The fact that
CVSD maintains the current database presents a potential solution to
this condition without the need for an intensve manua process.

Recommendation: Procedures should be implemented to provide for the accountability of
pre-numbered ticket forms.  (See Recommendation 11.)

Agency Response: “The Depatment of Motor Vehices, Commercid Vehicle Safety
Divison (CVSD), acknowledges and appreciates the concerns raised
by the State Auditors. As stated under “Condition” the CVSD does
have in place a mechanism to track and document the didtribution of
infraction and misdemeanor ticket books in quantity to field personnd.
There currently exists a system that enables the CVSD to readily
identify the origin of any ticket written, entered on a court transmittal,
and forwarded to the Judicial Branch.

However, the current system is not utilized or programmed to
sequentidly search data that may enable the CVSD to detect individua
tickets removed from a book that may be unaccounted for. On the
recommendation of the Auditors, the CVSD will program the data entry
and retrieval capabilities so as to capture individua ticket numbers that
have not been entered into the system. Initid review of this problem
and possble remedies indicate that it will not be a complicated
modification to the current system. A file will be maintained to include a
sgned receipt by the individud Inspector for each ticket book received
and dl voided infractions or misdemeanors will be required to be
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returned to CVSD headquarters. Computer files utilized to capture all
infraction and misdemeanor data are currently being programmed 0 as
to flag dl tickets, through numerical sequence, for which no data has
been entered. The system will be checked on a monthly basis and an
inquiry will be made in the event that any tickets are flagged as missng
or out of numerica sequence. Obvioudy we will have the capability of
checking the system randomly should it appear a pattern or problem
exigs.

Lastly, a policy/procedure will be established reletive to the digtribution,
receipt, and submisson to CVSD headquarters of al individua tickets
removed from a book, regardless of the nature or purpose of removal.”

Procurement of Personal Service Contractors;

Criteria;

Condition:

In December 1998, the Department of Information Technology (DOIT)
issued a contract award for agencies to use to select consultants for the
Year 2000 projects. Section 4-213 of the Generd Statutes States that
no State agency may hire a personad service contractor without
executing a persona service agreement. Section 4a59, subsection (c)
of the General Statutes requires that contracts valued a more than $1
million shal only be awarded to other than the lowest responsble
qudified bidder with the gpprovd of the Commissoner of
Adminigrative Services and the State Comptroller. Section 4d-8 of the
Generd Statutes assgns the duties of the Commissoner of
Adminidretive Services to the State’'s Chief Information Officer with
regard to information system services.

Our review of DMV’s sdlection of a Year 2000 project contractor
reveded that the lowest responsible qualified bidder was not sdected.
At the same time, DMV did not obtain the required approva of the
Chief Information Officer and the State Comptroller. The contractor
was engaged with a purchase order instead of a persond service
agreement as required.

A review of payments to this contractor noted an additiona payment of
$19,520 for a sdary “bonus’ to cover the extra hours that were
worked by the contractor's program manager. This bonus was
approved without any contractua obligation to pay for these additiona
costs.
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Effect:

Cause:

Recommendation:

Agency Response:

In addition to this major Y ear 2000 project, we noted a Smilar contract
for $58,000 that was executed with a purchase order instead of a
personal service agreement.

Pursuant to Section 290 of the Genera Statutes, we reported these
conditions to the Governor and other State officids in a letter dated
September 25, 2000.

Procedures designed to improve the oversight and control the costs of
consulting contracts were circumvented. An additional $19,520 was
expended without any contractua requirements.

The Department’s failure to adhere to the provisons of Section 4-213
of the Generd Statutes resulted from following DOIT's ingructions
directing agencies to use purchase orders to engage contractors. The
additiona payment of $19,520 can be attributed to a lack of
adminidrative contral.

The Department should adhere to applicable satutes when hiring data
processing consultants and only agree to pay for costs that are provided
for in the contract language. (See Recommendation 12.)

“During the period of Y2K converson, DMV followed DOIT's
indructions directing agencies to use purchase orders to engage
contractors. DMV will adhere to gpplicable statutes when hiring data
processing consultants.”

Role of Investigative Units Within the Department:

Background:

The Department has an Interna Audit Unit that is charged with the
responsbility of helping to maintain the integrity of the Department’s
operations by performing periodic independent reviews of the DMV.
According to the Unit's misson statement, it is also responsible for
assiging law  enforcement organizations and conducting  specid
investigations of the loss of assets or other fraudulent activity.

The Department aso employs a detective, whose primary responsibility
is the invedtigation of potentid illegd activity indde and outsde the
Department, as well as serving as a contact for outsde law enforcement
agencies desiring motor vehicle data.
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Criteria;

Condition:

Effect:

Cause:

Recommendation:

In order to promote the efficient use of resources, duplication of effort
should be minimized when possble. When the need for an internd
examination is identified, the Internal Audit Unit should be consulted to
ensure an unbiased review. The organizationd reporting sructure of
such investigative units should provide for independence by reporting to
the highest adminigretive officid of the Depatment. In order to
efficiently promulgate findings and recommendations to managemernt,
reports should be in written form and distributed to appropriate staff.

We noted interna investigations during the audited period that occurred
within DMV without the knowledge or involvement of the Internd Audit
Unit.

A review of cases investigated by DMV’ s detective found that reports
were usudly made verbdly to the Deputy Commissioner without being
memoridized in writing. The assgnment of cases to this detective was
generally not documented or required to be approved by anyone other
than the detective himsdf. In some ingtances, these investigations
highlighted deficiencies in, or circumvention of, the established interndl
control dructure. The detective informed us that many of his cases
involve assisting other law enforcement agencies, which is one of the
established functions of the Internd Audit Unit. At the time of our
inquiry, the detective had a backlog of cases, some of which were
months old.

The falure to involve the Internd Audit Unit in internd investigations
increases the risk that reviews will not be performed in the mog timey
and independent manner. The lack of a documented caseload reduces
accountability for the prompt review of al cases. The falure of the
detective to issue written reports prevents necessary communication to
the Internd Audit and other operating units prohibiting timely
asessment of the potentiad Department-wide exposures.  When an
invedtigetive unit reports to an gppointee such as a Deputy
Commissioner, there is an increased risk that operationa problems
which reflect poorly on the administration may be masked.

A lack of adminigtrative control resulted in this condition.
The Department should utilize the Interna Audit Unit in accordance with

its stated purposes and re-evduate the roles and reporting
respongibilities of the Internd Audit Unit and the in-house detective.
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Agency Response:

Consderation should be given to placing the detective position within
the Internal Audit Unit. (See Recommendetion 13.)

“The detective has been temporarily reassgned to the Commercid
Vehicle Safety Divison, reporting directly to the Divison Chief.

The Depatment is planning to review the type of invedigations
conducted by the detective. Upon completion of this review, a
determination will be made as to suitable placement for this position
within the Department.”

Monitoring Usage of Telecommunications Resour ces:

Criteria;

Condition:

Effect:

Cause:

Recommendation:

Agency Response:

The Department's Code of Ethics indicates that use of State equipment,
including telephones, computers, fax machines, and State vehicles for
personal, non-work related purposesis prohibited.

In order to provide assurance that amounts are correctly billed for
telecommunications services, a process should be in place to review the
usage. Such a process dso can indicate whether State time is being
used for non-business purposes.

A review of the procedures in place within DMV found that only two
units within the Department routindy utilize an internal  automated
monitoring system to review telephone activities.  The baance of the
Department did not have a process in place to log long distance calls for
subsequent verification or monitor other usage. Based on an anonymous
tip, we usad the Department’s monitoring system to illudirate the fact
that an employee was making persond cals during the workday.

The lack of controls increases the risk that unauthorized employee use
or improper charges may occur and not be detected.

A lack of adminigtrative control contributed to this condition.
The Department should implement procedures to monitor the propriety
of employee usage and the accuracy of telephone charges incurred.

(See Recommendetion 14.)

“Effective September 1, 2000, a monthly monitoring report will be
produced via the current phone system and distributed to dl divisions.

24



Auditors of Public Accounts

Personnel will review such reports within each divison for appropriate
long distance charges, aswell as gppropriate use.

Divison managers will sign off on their respective reports and note the
need for adjustments or corrective actions.”

Statutory Reporting and Contractual Requirements of the Emissions Program:

Criteria;

Condition:

Effect:

Cause:

Section 14-164h of the Genera Statutes requires that the
Commissioner of Motor Vehicles report, by the 15" of each morth, to
the Trangportation Committee of the General Assembly concerning the
operation of the motor vehicle emissons ingpection program. Said
reports should include information pertaining to “enforcement
proceedings employed againgt those who fail to comply with exhaust
emissons sandards’.

Under the terms of the contract between the emissions contractor and
the State, the State has agreed to “ use its best efforts’ to enforce testing
compliance by issuing regigtration suspenson notices when vehicles fall
to gppear for scheduled testing or do not submit for re-testing after a
falure. Contractud terms cal for the information required to take the
suspension actions to be provided by the contractor through their data
processing system.

A quarterly report was submitted for the last quarter of 1999 and no
reports have been submitted through May of 2000. A mechanism was
not in place to include in the report the number of vehicles againgt which
enforcement proceedings were held.

Inquiries reveded that the contractor is not supplying accurate data to
the DMV for purposes of identifying those vehicles that fail to appear
for scheduled testing. As a result, DMV is generdly only taking
enforcement action against those vehicles that do not e-test after a
falure

The lack of timedy and complete reporting to the Transportation
Committee could prevent the intended level of legiddaive oversght.
The inability to verify data and take enforcement action gppears to be
an ineffective deterrent to noncompliance.

We were informed that the delay in submitting reports was due to a
change in procedure. DMV is now responsible for obtaining some
report information from the branch offices rather than the emissons
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vendor. The falure to include datistics pertaining to enforcement
proceedings appeared to be an oversght. Nether DMV nor the
contractor has inssted that the other perform to the standards in the
contract.

Recommendation: The Depatment should comply with the reporting requirements of
Section 14-164h of the General Statutes and take steps to ensure that
both DMV and the emissons contractor perform their duties in
accordance with the emissions contract. (See Recommendation 15.)

Agency Response: “The Emissons Divison had revised the monthly report format to
include “enforcement proceedings...” as required by 14-164b.
Enforcement gtatistics will include the numbers of automated and manud
warning tickets for emissons violations issued and processed as well as
the number of vehicles referred to the DMV Suspension Unit. The past
dday reaulting in quaterly reports was in fact the result of the
unavailability of dectronic waiver records from DMV branches. This
occurred because in July of 1999, the waiver function was transferred
from the contractor (who provided data in dectronic format) to the
DMV emissons divison and branch offices. A system is now in place
to transcribe the manua waiver records from the branches into the
electronic format. Waivers issued by the emissons divison a the
dations are transcribed into eectronic format on-site. After the second
quarter of 2000, it is anticipated that reports will be available by the
15" of the next month as required.”

Single State Registration System (SSRYS):

Background: In accordance with Federal Regulations, there is anational program that
permits owners of commercid vehicles to file insurance documentation
and pay regidration fees for al daes in which the owners wish to
operate to the state in which they conduct most of their business.

Criteria: DMV publishes a procedure manua for the program in accordance
with Federd regulations. This manua States that each regidration State
shdl revoke the regidration to operate in any date if the registrant has
failed to comply with insurance requirements. Each regidration date is
to transmit revocation information monthly to al affected jurisdictions.
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Condition:

Effect:

Cause:

Recommendation:

Agency Response:

Our review of the correspondence on file with the SSRS Unit revedled
that while other gates routindy notify DMV of revoked regigtrations,
DMV has not implemented a corresponding process to notify other
dtates of those regisirations revoked in Connecticuit.

In addition, DMV does not have a process in place to notify police
departments and DMV ingpectors of those out-of- state revocations.

DMV is not in compliance with established SSRS procedures. The
lack of a natification process to law enforcement and DMV inspectors
presents the risk that these vehicles could be stopped in Connecticut
without enforcement action being taken.

A lack of adminidrative control resulted in the failure to notify other
dates. Data processng limitetions prohibit DMV from using existing
systems to notify authorities of offending carriers.

DMV should conform to the natification requirements of the Single
State Regidration System program. In addition, consideration should
be given to establishing a notification system to make law enforcement
officers aware that the regidrations are revoked. (See
Recommendation 16.)

“Asis the case with the mgority of the SSRS jurisdictions, Connecticut
does not currently send notification letters to jurisdictions and to law
enforcement when a regigtrant in the SSRS is determined to be nor+
compliant. Our files ae marked for non-compliance, and this
information is provided to law enforcement officias upon request. But
we will change our procedure, and we will begin to send notification
letters to other jurisdictions, and to certain law enforcement authorities,
when a carrier is determined by us to be non-compliant with respect to
the insurance requirements of the SSRS program. The target date for
implementation is October 1, 2000.”
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RECOMMENDATIONS

Our previous audit report contained Six recommendations pertaining to Agency operations. There

has been sdisfactory resolution of three of those recommendetions. The three remaining
recommendations have been restaed to reflect current conditions. Fourteen additiona
recommendations have been formulated as a result of our current review. The following is a summary of
the recommendations and the actions taken thereon.

Satus of Prior Audit Recommendations:

The Depatment should discontinue funding genera Agency operations through the
Emissons Inspection Enterprise Fund. During the audited period, the Department
transferred agpproximately one-hdf of the postions formerly charged to the Emissions Fund
to the Specid Trangportation Fund. This recommendation has been resolved.

The Department should meet with the Judicid Department to determine if more information
could be provided as part of the on-line court abgtracts. Information such as legd vehicle
weight a the time of the violation must be provided so that the Department of Motor
Vehicles can carry out enforcement of Section 14-267a (f)(3) of the General Statutes. The
Department should aso seek darifying legidation so that the statute could be enforced less
narrowly. This recommendation is being repeated. (See Recommendation 2.)

The Department should improve equipment inventory control procedures. 1t dso should
utilize the personal computers held in storage as soon as possible. This recommendetion has
been modified to reflect the current conditions. (See Recommendation 3.)

The Agency should comply with the requirements of the State Software Management Policy
Manud. This recommendation is being repested as pat of an overdl inventory
management recommendation. (See Recommendation 3.)

The Depatment should reevaduate the role of fund raisng activities by the Employee
Recognition Committee. This recommendation has been resolved.

The Agency should ensure that time and attendance policies are adhered to, unusud leave
of absence circumstances are properly documented, Agency resources are properly used
for State business only, and that goods and services are received before payment. This
recommendation has been resolved.

Current Audit Recommendations;
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The Department of Motor Vehicles should attempt to improve its procedures
relating to the impoundment of uninsured vehicles as authorized by Section 14-
12g through 14-12n of the General Statutes, and consider proposing legidation
that will either permit the intended results to be obtained, or cause statutory
changes that will increase the effectiveness of the laws. (See Recommendation
1)

Comment:

Many impoundment reports submitted to DMV were not dated as required, and
notification to the Chief Stat€'s Attorney was not made. There appears to be alegd
guestion as to whether towing firms can retain vehicles if the owners pay the assessed
charges. The typicd costs associsted with the towing and storage of impounded
vehicles gppear to often exceed the expected auction vaue of forfeited vehicles.

The Department should analyze the applicability of Section 13b-70 of the
General Statutesto each of the motor vehicle statutes and establish a process
to verify the collection of such fees.

Comment:

We continued to note that DMV did not have a processin place to andyze Judicid
Department information and verify that surcharges authorized by Sections 14-267a and
14-295 of the Generd Statutes were being collected in al instances.

The Department should improve controls over equipment and software
inventories by adhering to procedures promulgated by the State Comptroller’s
Office.

Comment:
Fifteen percent of the items sdlected for physical ingpection could not be located at the
recorded locations. Minor errors were noted in the preparation of the annua

inventory reports. Software inventory records were not complete.

The Department should exercise more care in the retention of necessary
documentation of promotions by reclassification.
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Comment:

Four of twelve promotions were not adequately documented in accordance with State
procedures.

The Department should ensure employees responsibilities are commensur ate
with the job specifications created by the Department of Administrative
Services.

Comment:

We noted nine instances in which the employee's job description was not congruent
with the levels of responsbility assigned to them. Four unclassified positions established
in accordance with Section 5-198, subsection (n), of the General Statutes did not have
specific durations as required.

The Department should improve administration of State vehicles to promote
adherenceto pertinent State policiesand Internal Revenue Code provisions.

Comment:

During the three-month period that we examined, 12 vehicles were found to be missng
multiple monthly usage reports.  Those reports that were on file were not aways
complete. Taxable fringe benefits were not caculated and reported as required by
Internal Revenue Service regulations. Established criteria for approving the assgnment
of vehiclesto aff did not exig.

The Department should establish a procedure to notify data processng
manager s of the need to remove the access rights of employees and consultants
that have left DM V. In the case of employees, consider ation should be given to
incor por ating the procedur e into a documented exit interview process.

Comment:
More than 20 logon identifications of former employees or consultants remained active

on DMV’s sysems. DMV did not have an established exit interview processin place
to document the termination of employees and the return of Departmental assets.
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10.

11.

12.

The Department should prepare accountability reports for the primary sources
of revenue.

Comment:

The Depatment did not have the capability of producing accurate revenue
accountability reports.

The Department should process revenue adjustmentsin a more timely fashion,
and consider establishing a processto reconcile fee shortages to collections.

Comment:

The initid recording of deposited revenue items was normaly done in atimely fashion.
However, subsequent adjustments to those revenue figures were performed monthly,
regardiess of ther magnitude. Identified fee shortages were not reconciled to
subsequent collection figures.

The Department of Motor Vehicles should review accounts receivable aging
reports and write-off amountsthat are deemed uncollectible.

Comment:

As of December 31, 1999, DMV reported over $800,000 due from bad checks.

Over 15 percent of this amount resulted from transactions that took place between
1984 and 1994, the collection of which is highly doubtful.

Procedures should be implemented to provide for the accountability of pre-
numbered citationsfor violations.

Comment:

Procedures were not in place to provide accountability of the pre-numbered citations.
The Department should adhere to applicable statutes when hiring data
processing consultants and only agree to pay for costs that are provided for in
the contract language.

Comment:

DMV engaged a contractor that was other than the lowest bidder without the necessary
gpprovas. In two instances, contractors were engaged with purchase orders instead of
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13.

14.

15.

16.

personal service agreements as required by Section 4-213 of the Generd Statutes. We
aso noted the payment of a “bonus’ to the vendor without a contractua obligation to
do so.

The Department should utilize the Internal Audit Unit in accordance with its
stated purposes and re-evaluate the roles and reporting responsibilities of the
Internal Audit Unit and the in-house detective. Consideration should be given
to placing the detective postion within the Internal Audit Unit.

Comment:

Overlap exigs between the designated and actua roles of the DMV auditors and
detective. Most reports issued by the detective were presented ordly to a Deputy
Commissoner, and not communicated to the Internal Audit Unit for review. We noted
some investigations that were done without the participation of the internd auditors.

The Department should implement procedures to monitor the propriety of
employee usage and the accuracy of telephone chargesincurred.

Comment:

The Department did not have a procedure in place to document the periodic review of
telephone billings.

The Department should comply with the reporting requirements of Section 14-
164h of the General Statutes and take steps to ensure that both DMV and the
emissions contractor perform their duties in accordance with the emissions
contract.

Comment:

Monthly reports required by Section 14-164h of the Genera Statutes were not being
submitted in atimely fashion. Contractud terms did not gppear to be met by either the
DMV or the emissons contractor with regard to the process of designating and
suspending the regigtrations of those vehicles that do not appear for scheduled testing.

The Department should conform to the notification requirements of the Single
State Registration System program. In addition, consideration should be given
to establishing a notification system to make law enforcement officers aware
that the registrations arerevoked.
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Comment:

DMV did not have a process in place to transmit revocation information to other Sates.
Datareceived from other statesis not made available to loca law enforcement agencies.
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INDEPENDENT AUDITORS CERTIFICATION

As required by Section 2-90 of the Generd Statutes we have audited the books and accounts of
the Department of Motor Vehicles for the fiscal years ended June 30, 1998 and 1999. This audit was
primarily limited to peforming tests of the Agency’s compliance with certain provisons of laws,
regulaions, contracts and grants, and to understanding and eval uating the effectiveness of the Agency’s
internal control policies and procedures for ensuring that (1) the provisons of certain laws, regulations,
contracts and grants gpplicable to the Agency are complied with, (2) the financia transactions of the
Agency are properly recorded, processed, summarized and reported on consistent with management’s
authorization, and (3) the assets of the Agency are safeguarded againgt loss or unauthorized use. The
financia statement audits of the Department of Motor Vehicles for the fisca years ended June 30, 1998
and 1999, are included as a part of our Statewide Single Audits of the State of Connecticut for those
fiscd years.

We conducted our audit in accordance with generdly accepted auditing standards and the
gandards gpplicable to financia-related audits contained in Government Auditing Standards, issued
by the Comptroller Genera of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the Department of Motor Vehicles complied in dl
materiad or Sgnificant respects with the provisions of certain laws, regulations, contracts and grants and
to obtain a sufficient understanding of the internd control to plan the audit and determine the nature,
timing and extent of tests to be performed during the conduct of the audit.

Compliance:

Compliance with the requirements of laws, regulations, contracts and grants gpplicable to the
Department of Motor Vehiclesisthe responshility of the Department of Motor Vehicles management.

As pat of obtaining reasonable assurance about whether the Agency complied with laws,
regulations, contracts, and grants, noncompliance with which could result in sgnificant unauthorized,
illegd, irregular or unsafe transactions or could have a direct and materid effect on the results of the
Agency sfinancia operations for the fiscal years ended June 30, 1998 and 1999, we performed tests of
its compliance with certain provisons of laws, regulaions, contracts, and grants. However, providing an
opinion on compliance with these provisons was not an objective of our audit, and accordingly, we do
not express such an opinion.

The results of our tests disclosed no instances of noncompliance that are required to be reported
under Government Auditing Standards. However, we noted certain immateria or less than sgnificant
ingances of noncompliance, which are described in the accompanying “Condition of Records’ and
“Recommendations’ sections of this report.

Internal Control over Financial Operations, Safeguarding of Assetsand Compliance:
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The management of the Department of Motor Vehicles is responsble for establishing and
maintaining effective interna control over its financid operations, safeguarding of assats, and compliance
with the requirements of laws, regulations, contracts and grants gpplicable to the Agency. In planning
and performing our audit, we consdered the Agency’s internd control over its financid operations,
safeguarding of assets, and compliance with requirements that could have a materia or sgnificant effect
on the Agency’s financid operations in order to determine our auditing procedures for the purpose of
evaduating the Depatment of Motor Vehicles financia operations, safeguarding of assets, and
compliance with certain provisons of laws, regulations, contracts and grarts, and not to provide
assurance on the interna control over those control objectives.

However, we noted certain matters involving the internad control over the Agency’s financid
operations, safeguarding of assets, and/or compliance that we consider to be reportable conditions.
Reportable conditions involve matters coming to our attention relaing to sgnificant deficiencies in the
design or operation of interna control over the Agency’s financid operations, safeguarding of assets,
and/or compliance thet, in our judgment, could adversdly affect the Agency’s ability to properly record,
process, summarize and report financia data consstent with management’s authorization, safeguard
assets, and/or comply with certain provisons of laws, regulations, contracts, and grants. We believe the
following finding represents a reportable condition: the inability of the Agency to produce revenue
accountability reports.

A materid or dgnificant weakness is a condition in which the design or operation of one or more
of the internal control components does not reduce to a rdatively low leved the risk that noncompliance
with certain provisons of laws, regulations, contracts, and grants or the requirements to safeguard assets
that would be materid in rdation to the Agency’s financia operations or noncompliance which could
result in Sgnificant unauthorized, illegd, irregular or unsafe transactions to the Agency being audited may
occur and not be detected within atimely period by employees in the norma course of performing their
assigned functions. Our consideration of the internal control over the Agency’s financia operations and
over compliance would not necessarily disclose dl meatters in the internal control that might be
reportable conditions and, accordingly, would not necessarily disclose al reportable conditions thet are
aso consdered to be materid or significant weaknesses. However, we believe that the reportable
condition described above is not amateria or sgnificant weskness.

We aso noted other matters involving interna control over the Agency’s financiad operations and
over compliance which ae described in the accompanying “Condition of Records’ and
“Recommendations’ sections of this report.

This report is intended for the information of the Governor, the State Comptroller, the
Appropriaions Committee of the Generd Assembly and the Legidative Committee on Program Review
and Investigations. However, this report isamatter of public record and its distribution is not limited.
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CONCLUSION

We wish to express our appreciation for the cooperation and courtesies extended to our
representetives by the officids and staff of the Department of Motor Vehicles during this examination.

Kenneth S. Post

Principal Auditor
Approved:
Kevin P. Johnston Robert G. Jaekle
Auditor of Public Accounts Auditor of Public Accounts
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